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GENERAL FARM SITUATION 


WEDNESDAY, FEBRUARY 4, 1953 


Untrep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, PG, 

The committee met, pursuant to call, at 10 a. m., in room 324, Senate 
Office Building, Washington, D. C., Senator George D. Aiken, of 
Vermont, presiding. 

Present: Senators Aiken (chairman), Young, Thye, Mundt, Wil- 
liams, Schoeppel, Ellender, Johnston, Holland, Anderson, and 
Clements. 

The Cuairman. I think enough of us are here now so we had better 
get underway. 

It seemed to the chairman that it would be a good idea to get the 
thinking of the United States Department of Agriculture on the 
present farm situation, particularly as it relates to prices, so we have 
invited Mr. O. V. Wells, head of the Bureau of Agricultural Eco 
nomics, up here this morning with some of his assistants. ‘They are to 
give us their thinking on the farm situation today and make such 
predictions for the future as Mr. Wells may have the temerity to do, 
for which he will probably be held accountable later in case they are 
wrong. 


Mr. Wells, will you take the chair here ? 


STATEMENT OF 0. V. WELLS, CHIEF, BUREAU OF AGRICULTURAL 
ECONOMICS, UNITED STATES DEPARTMENT OF AGRICULTURE 


The Cuarrman. As you have a prepared statement, I think it might 
be well to read the statement through. Then I understand you have 
some charts which will show more graphically, perhaps, what you 
want to point out to us. You might proceed with your statement 
now. I believe all members of the committee, with two or three ex 
ceptions—those who are out of town—expected to be here this morn- 
ing and they probably will be here very shortly. 

Mr. Weuis. Mr. Chairman, I have kept this statement as short 
as possible and if you will permit me I would as a matter of record 
like to read it and show you the charts and we will discuss it. 

The CuHatmman. If we members of the committee can restrain 
ourselves perhaps we can let him read the statement through and then 
as he goes through put down question marks wherever we want and get 
more detailed explanation after he concludes his reading of the state 
ment. 

Mr. Wetts. As of mid-January prices received by farmers were 
running 11 percent under a year earlier. There was a substantial re- 
adjustment of farm prices in the 4 closing months of calendar 1952, 
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2 GENERAL FARM SITUATION 
the averages of all prices received dropping almost 9 percent from mid- 
August into mid-December. 

Price declines over the past year were oreatest for meat animals 
and cotton, reflecting increased supphes and, in the case of cotton, 
a considerably reduced foreign market. While price reductions were 
fairly general, some farm prices were higher this January compared 
vith a year earlier, especially eggs, rice, dry beans and peas, apples, 
and citrus fruit. Current indications are tha: average prices of farm 
products should be fairly stable over the next several months, with 
the possibility of some improvement. 

While the pri es of farm products were falling 11 percent over the 12 
months, January L952 to January 1953. the average of prices and 
cost rates paid by farmers—as measured by the parity 1} dex fel] 
less than 2 percent, chiefly because of the decline in pl ices of feeder 
cattle. That is, there have been very few declines in the prices of 
nonfarm goods used by farmers, and some increases. At the same 
time, interest rates, taxes, and wages of hired farm labor have also 
increased. Asa result, the parity ratio fell from 105 as of January 
15, 1952, to 95 as of January 15, 1953. 

Over this same period costs of marketing food increased, with es- 
timates indicating an increase of about 7 percent in marketing costs 
from the last quarter of 1951 to the last quarter of 1952, offsetting al- 
most all the advantage consumers might have expected from the de- 
clines in farm prices. Actually, the retail food price index for De- 
cember 1952, the last month for which this index ig available, was only 
| percent below that of December 1951. 

The easing of farm product prices during the last several months 
occurred despite a strong domestic demand situation. Currently the 
American economy is operating at a high rate, with full employment, 


rising wage rates, and consumer incomes at a reco rd level, Consumer 


oo 
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spending for food has continued about in proportion to the increase 
in the income flow. 

This recent dro yp in farm product prices has been due in part to 
increased marketings, both as a result of last year’s large « ‘Tops and, 
in the case of beef cattle especially, moving a larger proportion of the 
numbers on hand to market. Commercial meat production in the last 
quarter of 1952 was 8 percent greater than in the corresponding 
quarter of 1951, Cattle slaughter is increasing as a result of earlier 
increases in numbers of cattle on farms and ranches. 

Meanwhile, crop output for 1952 was the second largest in history, 
up 4 percent from 1951. With larger supplies of farm products and 
subst: antially smaller exports of wheat and cotton, carryover stocks 
of wheat, cotton, corn, and some oils are expected to increase during 
the current marketing year. 

A second factor underlying recent declines is the drop in foreign de- 
mand for United States farm products. Total exports of farm prod- 
ucts were down in the second half of 1952 by about 30 percent from 
ayearearlier. Reduced e xports of ¢ otton and wheat contributed most 
of the decline, but exports of fruit, fats, and tobacco were also smaller. 
A considerable portion of this decline in agricultural exports is due 
to the improved foreign supply situation, although the British have 
also limited imports of tobacco and lard in order to conserve dollar 
exchange. 
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A third factor which has affected the price situation for several 
commodities, especially beef cattle, is a substantial change or shift 
in farm price expectations on the part of farmers, dealers, and others. 
Admittedly the influence of this third factor is difficult to estimate, 
but the fact remains that inflationary pressures have subsided at the 
same time that marketings have increased. 


We believe the general level of agricultural pri s likely to be 
reasonably st: able over the new few months and may show some sli me 
increase. Consumer incomes are expected to continue to increa n 


the first half of 1953 and to be sufficient to support a strong consumer 
demand for food and farm products through the whole calendar year 
Although foreign demand for agricultural exports was cut sharply 
in the second half of 1952 from levels a year e arlier, the rate of farm 


produet exports is not likely to be reduced further during 1953. and 
again this is a situation that may show some improve ment. Market 
ings of many farm products, particularly field crops, have passed 


their seasonal peaks so downward pressure of supplies on the price 
structure should alsoease. Moreover, price-support operations should 
also prevent further declines for several of the major crops, especially 
corn, cotton, and wheat. 

Meat-animal prices may show some increases during the next few 
months, with hogs showing the greatest strength as pork production 
is reduced. Cattle prices, given orderly marketing, should tend to 
stabilize. and in the case of some classes show some strenoth as com 
pared with prices prevailing during the closing months of 1952 
although prices of top quality cattle have been expected to show a 
seasonal downward movement as a result of the record number of 
cattle reported on feed on January 1. 

The recent decline in prices of farm products points up sever: ul 
important developments underlying the current agricultural situation : 

(1) A cost-price squeeze has ‘deve loped to the disadvantage of agri 
culture over the past 2 years. With increased use of fertilizer and 
machinery, and with rising prices for these and other materials and 
services associated with farm production, the cash expenses of farmers 
have greatly increased since the end of World War IT. 

(2) Increased marketing costs: Retail food prices are only now be 


ginning to show some effect of farm-price declines. As indicated 
~arlier, costs of processing, transporting, and distributing farm prod 
ucts have increased. And the farmer’s share of the consumer’s dol 


lar (the average dollar spent for food in retail stores) has dropped 
from 50 cents to 45 cents over the 12 months, December 1951—De 
cember 1952, with farmers currently receiving the smallest share of 
the consumer’s dollar at any time since 1941. 

(3) Agricultural stoc ks: P rice-support operat ions for several com- 
Soa have been — rated by the recent price declines. Thecar \ 
over of wheat on July 1, 1953, is expected to be more than double the 
256 million bushels on n ind July 1, 1952 

Current indications are that cotton stocks may increase to around 
4 million bales on August 1, 19538, as compared with nearly 2.8 million 
bales last August. Considerable quantities of butter and nonfat dry 
milk have been purchased recently, and sizable stocks of vegetable oils 
are alsoon hand. Meanwhile, it appears that the downtrend in carry- 
over stocks of feed grains has been halted and that there may be some 
increase, principally in corn, in stocks of feed grains on hand this 
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coming October 1. In appraising the adequacy of these stocks, 
weather must of course be kept in ‘mind. Should dry weather con- 
tinue in the main wheat areas, for example, the wheat situation will be 
materially altered. 

(4) The decline in foreign demand: American agriculture has been 
geared in recent years to a foreign market for substantial quantities 
of wheat, cotton, tobacco, and oils. The recent drop in agricultural 
exports in a period when nonfarm exports were well maintained sug- 
gests the need for careful consideration of this whole question of 
foreign markets and demand. 

In conclusion, our outlook materials—I am referring here back to 
our annual outlook conference of last October—have indicated agri- 
cultural prices in 1953 are likely to average somewhat less than in 
1952, but probably not too much different from current levels, assum- 
ing military activities are not expanded. It seems to us that cash 
receipts and gross farm income are like ly to fall somewhat short of 
the 1952 level and, with production costs holding steady or continuing 
to rise, realized net income of farm operators may run 9 percent or 
more below 1952 

Mr. Chairman, I have also added a one-page table of farm prices. 
The table shows, in the first column, “Index of prices received by 
farmers” by months from June 1950 to date. These are mid-month 
prices, so that June 1950 is the immediate pre-Korea level from which 
we start. 

The column headed “Parity index” shows prices paid by farmers. 
The so-called parity ratio shows what percentage of parity prices 
farmers generally are getting. The next column shows the average 
cost to packers of all cattle purchased for slaughter under Federal 
inspection, and the succeeding columns show prices for hogs, milk, 
eggs, cotton, wheat, and corn, by months. 

Senator JounsTon. When you say “by months,” what dates of the 
month ¢ 

Mr. Weis. With the single exception of the average cost of cattle, 
all these figures refer to the prices received by farmers as collected by 
the Bureau of Agricultural Economics for the 15th day of the month. 
The cattle price is the average monthly cost to packers of all cattle 
slaughtered under Federal inspection. We do not have the figures 
for January 1953, but as best we can estimate them, they are likely to 
fall within the r: ange of $18.50 to $19 per hundredwe ight. 

Senator ScHorerre.. Is that the actual price ¢ 

Mr. Wetus. This is what packers actually pay for all cattle slaught- 
ered under Federal inspection. 

Senator Jounsron. I understand in your conclusion you made some 
predictions of what might happen. You ended up by saying “assum- 
ing military activities are not expanded.” What if they decrease or 
are cut some $8 or $10 billion ? 

The CuarrMan, You mean military operations ? 

Senator JOHNSTON. Military operations—in other words, expendi- 
tures for national defense. Say they are cut $6 or $8 billion, what 
effect would it have? 

Mr. Wetis. Let me separate that into two halves to answer you. 

Senator Jounsron. That may be facing us in the Congress, as to 
what is considered defense, and we would like to know the answer. 
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Mr. Wetts. Looking ahead, if we should have a sudden expansion 
of military activities, we might also have associated with it another 
flurry of speculative anticipation, Senator Johnston. Now on the 
down side it is my opinion that the current commitments for defense 
purposes are such that any reduction in actual expenditures for de 
fense is going to be rather gradual. I expect the actual car pe hasing 
power of the American consumer to hold at a very high level at least 
into 1954, unless the communist threat complete ly evaporates, which 
I do not expect. 

The funds already appropriated and the contracts already entered 
into and the going machinery of the defense enon um [ think assures 
us of a fairly high level of consumer income during 1954. 

The Cuarrman. When you were referring to military operations, 
you were referring more toa possible extension of the war than to a 
change in level of expenditures for military operations / 

Mr. We .xs. I am using the term to cover the whole defense front 
translated into consumer income. I do not expect consumer incomes 
to drop very fast. But if international tensions do substantially ease, 
there is of course the question of the psychological effect on 
businessmen and others, whether they would anticipate a downturn 
in defense outlays by a year or so, perhaps as early as this fall, al 
though I an inclined to think it would more likely be the spring of 
1954 rather than the fall of 1953. 

It is very difficult to measure. The influence of changing price 
expectations, of inflationary or deflationary psychology. IL tl 
one of the chief factors affecting the farm markets—and that is es 
pecially true of beef cattle- -represents a shift woe inflationary 
psychology where people wanted to build up herds, to a deflationary 
psye hology where they do not want to take that chance. 

Senator Jounsron. When you use this term “assuming our military 
activities are not expanded,” you mean keeping them the same, but you 
also have to agree, if they increased, it probably would affect the 
uurket some, and if they are decreased it might affect the market some. 

Mr. Weis. That is right and I have to assume that the program 
will go ahead about as scheduled. I am more inclined to think that the 
increase would have a more immediate effect than the decrease, be- 
cause I think the decrease would be very gradual and the increase quite 
sharp. 

Senator Anprrson. There was an article in the paper last night 
that indicated the decrease would be kind of sudden. Mr. K yes, the 
Director of the Budget, had a little to say about expenditures. When 
you unbalance the budget it involves a very substantial drop in billions. 

Mr. Wetis. You gentlemen are better informed on that than I 
am. You see you have defense contracts and you already have money 
appropr iated so it is a question of cutting back. 

Senator Anperson. The only thing we are asking at this time is 
what effect it would have. 

Mr. Wetts. I think a substantial easing of international tensions 
would cause a shift toward the deflationary side. 

Senator ScHorrret. Which would be a downward trend. 

Mr. We tus. To some extent, although my own honest feeling is 
that the inflationary forces have been pulled out from under prac 
tically all farm commodities with one or two exceptions. ‘The rice 
— is me quite tight. 
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Senator ELitenper. Is that because of the reduced production in the 
Far East? 

Mr. Weits. Yes. You are aware of that. That is one of the tight- 
est situations we have at present. 

Senator Anperson. Take a look at your cattle chart. In March 
1951 the average was $31.94 or practically $82. I am not trying to 
commit you to figures, but it is down to $20 by December. It is 
probab sly $18 in January. 

Mr. Wents. $18 or $19, 

Senator Anperson. It is probably $17 or below before you get 
through February. There are lots of cattle being marketed for 15 or 
16 cents. 

Mr. Wetts. I know, and one of the reasons is that people will insist 
on dumping their cattle on the market. 

Senator Anperson. It is not just what the people insist on. Some 
times the banker suggests to you that he would like to have that 
collateral liquidated. 

Mr. Wetus. I am well aware of that. 

Senator ExLenper. Mr. Wells is stating to the committee that the 
prices will remain stable in his opinion if the plan as now outlined is 
carried out. As I remember, it 1s assumed that our present military 
peak will not be reached until autumn and of course when that starts 
to decline you will get unemployment. That will mean less food 
will be bought and the net result will be a further decline in prices. 

Mr. Wetts. That could be right. 

I would like to give you my own feeling about farm prices as simply 
as I can, and then I would like to go through the charts. My own 
feeling is that we have a situation in the first half of 1953 somewhat 
similar to the first half of 1950. From January 1948 to December 


1949 farm prices fell about 24 percent in 24 months. Then from 
January to June 1950 they remained more or less stable. As a matter 
of fact, they strenethened some. Since that time consumer income 
has increased, forelen demand is somewhat weaker. | have had a 


feeling that for the next 4 or 5 months farm prices will be fairly 
stable. Then starting in the early summer and running into the fall 
as a matter of fact, starting this spring, there are a series of decisions 
and events which in my opinion may push farm prices either way after 
that. 

One of those happens to be the weather, which is now affecting and 
which I assume will continue to affect wheat. We had very large 
crops last year and if we should have average or less than average 
weather, I think it will affect the agricultural situation. One of those 
is this whole defense and military situation. 

Senator Younc. Would lowering of price supports have any effect 
on farm prices ¢ 

Mr. Weis. For a number of commodities that could have a very 
direct effect, in my opinion. 

Senator Youne. Let me ask you another question. Is there any 
similarity in the situation, in your opinion, between the present and 
19297 As I recall, in 1929 business was booming and agricultural 
prices were doing very well. Farm prices skidded about 2 years be- 
fore the great depression began. We have a quite similar situation 
today. Farm prices are on the skids and others remain somewhat 
stable. 
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Mr. Weuis. I would rather answer you saying that there is some 
similarity between now and the late 1920's. 1929 was sort of a “trigger 
year.” I hope we are not in that position now. But we do have a 
situation, with the farm-price declines and farm income being what 


they are while at the same time every other economic index in the 
country is making new records, that pressure is being felt by farmers, 
especially when they look at what is happening in the rest of the 


United States economy. 

I would like to show vou the charts which I think will indicate 
that point. 

Senator Young. While farm prices are dropping the cost to the con 
sumers has dropped but little. Do you have ny fioures on whethe1 
processors are receiving any higher profits now than in months o1 
vears past or is this due entirely to increased labor costs, freight in 
creases. and other operating costs of processors ¢ 

Mr. We tts. I have no immediate fieures. Most of the increase in 
marketing costs, I think, is due to increased labor, freight, and other 
operating costs. 

Senator Eittenper. You state here on page 1 that the increase has 
been 7 percent in marketing costs. 

Mr. Wrtxs. Senator Young is asking whether that is all profit. I 
am sure most of it is wages, freight rates, and operating costs. 

Senator ExLenper. What do you mean when you say “marketing 
costs” ? 

Mr. Weirs. Everything that happens from the time the commodity 
is brought to m: arket by farmers until it reaches the consumer. 

Senator Etrenper. And your best estimate is 7 percent ? 

Mr. We tts. Yes. 

Senator ELtenper. On page 4 you state that the carryover of wheat 
will be double what it was last year ? 

Mr. Wi LLS. Yes: the old stock of wheat at the end of the wheat- 
marketing year. 

Senator Extenper. Do you take into account the wheat that will 
be disposed of under the International Wheat Agreement—I think 
250 million bushels under the present agreement ¢ 

Mr. Wetts. Yes. In making this estimate we a me we will export 
525 million bushels of wheat, while the amount of the wheat-agree 
ment quota is 253 million bushels. We have used a fairly liberal 
estimate. 

Senator Eiuenper. Is it not oa Will not the same thing 
occur to the exportation of wheat as did in cotton if we reduce thi 
amount of money that we vive ar our friends across the seas ? 

Mr. Wetts. I think in the last crop year we exported some four 
hundred-and-seventy-odd million bushe ls of wheat or something close 
to that. Our current estimate is 300 to 325 million. That is a sizable 
drop. 

Senator ELttenper. The amount of wheat exported, however, de- 
pends on how much money the Congress appropriates in order to assist 
our friends across the seas. 

Mr. Wetts. In part. 

Senator Ettenper. What part? 

Mr. Wetts. I do not have the exact figures with me but I say it 
depends in very large part. 
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Senator ELtenper. Would you be able to tell us what part of our 
exports other than that covered by the wheat agreement results from 
money we furnish our friends in other countries ? 

Mr. Wetis. We can get you estimates of the wheat where direct 
funds go in but what I cannot tell you is how much these countries 
buy with dollars because they are getting aid for other purposes. Do 
I make myself clear? You give them aid for other purposes which 
may free their own e: arned dollars for wheat. 

Senator AnpErsoN. That is the important factor. If you restore 
the economy of Italy by buying automobiles or tractors or something 
else out of Italy they then have dollars to buy wheat and these pur 
chases do not show up in foreign-aid statistics; but if you stop that 
wid, the dollars for wheat disappear also. 

Mr. Wetts. That is right. You can always get direct figures but 
the indirect figure is the point. 

Senator Young. What is the difference between the forecast for 
wheat production now as compared with a year ago—in other words, 
the crop situation with respect to wheat? It is dry over a wide area. 
We could easily have a much poorer crop this year than we had a 
year ago. In fact, | would be very much surprised if we even come 
through with a normal crop this year with drought extending all the 
way from Texas to the Canadian border and no snow or moisture 
this winter. 

Mr. Weis. You will note in this statement I said: “If dry weather 
continues, the wheat situation will be materially altered.” The last 
official estimate we had—our December 1 estimate of winter wheat, at 
which time the situation was fairly unsatisfactory, weatherwise—in- 
dicated the probable production next spring of 611 million bushels, 
as compared with 1,053,000,000 bushels harvested from the preceding 
crop. 

Senator Younc. Down about 442 million bushels ? 

Mr. Wetis. Yes. The preceding winter-wheat crop was an 
extremely large one but the situation for this coming crop has not 
improved much since December. In your area the situation is not 
very satisfactory, either. 

Senator ELtenper. When will your next estimate be made? 

Mr. Wetis. Not until April. 

Senator E.tenper. If you give an estimate in the meantime it 
might “ ake the prices go up as, it was charged, happened with cotton. 

The CHarrmMan. What part of the wheat crop has now left the 
Maren s hands? 

Mr. Weuis. I think most of the wheat has left the farmer’s hands. 

The CuatrmMan. It would be of more concern to me as to what the 
price of wheat is going to be at harvesttime rather than after the crop 
has left the farmer’s hands. I have been here 12 years and every 
year, along in the middle of the winter, after the crop is practically 
all out of the farmer’s hands, witnesses come before the committee 
and urge us to do something to help the poor farmer with his last 
year’s crop, to put the price up, after he has sold his crop. 

Senator Youne. Mr. Chairman, there is a great amount of wheat 
under loan where if the wheat prices went above the support levels, 
which is unlikely, the farmers might profit. 

Senator Scnorpret. Mr. Wells, I note that you say, and I rather 
gather from your report, that the foreign demand for agricultural 
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products—I am thinking in terms of wheat now and not cotton—is 
going to be continued downward. 

Mr. We tts. I tried not to say that, 

Senator Scnorrren. I know you tried not to say that but I feel that 
vou believe it is that way. One que pe I want to ask you with refer- 
ence to that: Do you feel that, with the building up of the economy in 
the European area and in the South American areas, there will be 
more productio hn over there by reason ot the a uid and assistance Wwe 
have given in the last year or two, that we can expect greater produc 
tion at a lesser demand than for our agricultural production in the 
next year or two? Is that a fair analysis to make and a fair state- 
ment of this situation ? 

Mr. Wetts. I certainly think that in the next several years we Dye 
likely have more competition with American farm pr roducts than we 
have had for the last several years; yes. 

Senator ScuorpreL. Which of course then would mean that the 
foreign demand would gradually be reflected in a downward trend 
would it not, with the biggest carryover, say, in wheat—I am not 
conversant with cotton—than we have had for years and years. Is 
that not right ¢ 

Mr. Weis. Yes. Still I should hope that most of the immediate 
decline in foreign demand has already taken place. Let me say it 
this way: I think the fiseal year is very good for measuring this for 
elon-tr: ia situation because we start harvesting our wheat in June 
and July, cotton in duly and August. In the fiscal year ended June 
30, 1952, the value of all farm products exported from the United 
States at shipside was $4 billion which was an alltime record. 

In other words, due to a number of circumstances farm shipments 
out of the United States for the fiscal year 1952 was the largest we 
had ever shipped, at least in dollar terms. They were $200 million 
more than at the previous peak. That $4 billion looks like it will be 
cut this fiscal year to about $3 billion. 

What I have been trying to say—perhaps not too well—is that I 
do not expect a further reduction in this foreign demand factor in 
1953. Part ot the decline we are cliscussing has been due to a very 
substantial recovery in European agricultural production itself. I 
am not as much worried as some people about the South American 
production although I understand that Argentina may return to the 
wheat-export market. South Americans are making an effort to raise 
their standard of living in most of those countries and strangely 
enough some of the current production centers outside of South Amer 
ica—for example, I am told in the case of cotton that the Mediterra 
nean-Near East areas may be the areas that will try to increase cotton 
production. I am somewhat skeptical of their ability to get great in 
creases there, because there too they have populations that are in 
adequately fed and aes new land under production, with the 
possible exception of Turkey VY, IS a very expensive type of develop- 
ment. 

The CHarrMan. I notice that your charts apparently relate the 
present situation to the long-time picture. 

Senator Anperson. There is one question that may not be in the 
charts. I want to get back to this cattle price again. In March of 
1951 there was an average price of 32 catia Currently it is prob- 
ably 17 cents. Do you maintain any figures at all which would show 
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how the retail price of meat had dropped in connection with this 
drop in cattle prices and what they have been buying? 

Is this, in other words, what they term a “packer’s paradise”? Tlave 
they not filled their plants with 16- and 17-cent cattle right now—the 
same statement the chairman was making about raising these wheat 
prices? I know people who were trying to market cattle who were 
told that the plants just cannot take any more. They have got so much 
i2-cent cow meat, and 15-, 16-, and 18-cent steer meat, in their places 
that they cannot take any more, Yet, clo you try to correlate these 
figures at all with retail figures, either through the Bureau of Labor 
Statistics or elsewhere ? 

Mr. Weis. Yes; Senator Anderson, we have tried several times. 
As a matter of fact, we got together such material as we had—and 
[ would be glad to submit it to yourself or any Senator here—early in 
January for the House Agriculture Committee on this very point. 

Senator ANDERSON. Does it show whether there is any relationship 
between this drop from 382 cents to 17 cents in the price that farmers 
vet for meat ? 

Mr. Weis. As I say, you do not see the effect of that drop in retail 
prices. 

Senator Anperson. I do not think you see it either but does it show 
how much the drop has been in retail prices, if any / 

Mr. We.is. Not a great deal. The situation we find ourselves in 
there is that the Bureau of Labor Statistics in collecting prices paid 
by consumers for meat, prices for a standard grade—their standard 
grade happens to be choice—and until a short time ago choice and 
prime beef steers were holding up very well. 

The Cuatrman. Let me ask you an easy question. What effect is 
the removal of price controls going to have on farm prices for live- 
stock and consumer prices for meats ? 

Mr. Wetts. I have to answer that I do not know. I sincerely hope 

will strenethen them. 

The CuarrMan. You mean the farm prices? 

Mr. Wetts. Yes. 

The Cuarrman. And not the consumer prices? 

Mr. Weis. No. I am certain it will not hurt the farm prices and 
Tsay I hope it will strengthen them. 

Senator ELLenper. Irrespective of what statistics you are able to 
furnish us on the price of meat, I know this: That the price of a steak 
up to 2 weeks ago, when I came back from home, was the same as when 
I left here in September, although the price of the cattle on the hoof 
had gone down from 32 to as low as 17 cents, as the Senator just 
pointed out. 

Mr. Weutts. I do not think there is any question about that. 

Senator ELLENDER. In other words, you do not need to have statis- 
tics toshow that. Youcan go to any grocery store ¢ 

Mr. Weuus. That is right. 

Senator ELLenper. | want to say, however, that in the last week 
there has been a decline, as I remember, from $1.20 a pound to 93 cents, 
on the same grade of meat. 

Mr. Wetts. As a matter of fact, in the last several days one of our 
men has been going through the Washington daily ne wspapers trying 
to take the average weekend sales prices for various cuts of beef for 
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the last 4 or 5 weeks, trying to trace down exactly what you are talk- 
ingabout. I get the same feeling. 

What I was saying to Senator Anderson is this: To get a precise 
statistical comparison we have to 20 to choice beef steers and choice 
beef. It does not show much widening of the market spread. The 
big decrease has been the Good and Common grades of beef and there 
the feeling has been that there has been some reduction in retail 
prices, perhaps the overall figures do show that. 

Senator Scuoerret. Have you not also learned that they were stay- 
ing aw: Ly from the Government Ors aded Good beef pri actic: ally all over 
the country and especially in this entire Atlantic area—at least that 
has been indicated by my investigation—and where in the world was 
all this Government-graded Good beef going? 

Mr. Wetis. That is one of the questions I would like to know the 
answer to—where the (sood and Common grades of beef are going 
and what they are selling at. 

Senator Scuorprent. And that affects the cattle prices and it cer- 
tainly affects the packer situation. If the cattle situation is such as 
the distinguished Senator from New Mexico says: We pick up these 
packer storage units at the lowest price we have had for years on 
carcass beef, beef on the hoof. Are we still VOIng SeeEe this period 
of unloading to the public the meat that has come in at these higher 
figures with higher inventories? Who can give us that information ? 

Mr. WELLs. The price ot choice erade and prime orade beef we 
know has stayed up at retail. Those are the only official prices I 
have. What has happened to these others we just frankly do not 
know. 

Senator ANperRson. You say you know where it is? 

Mr. WELLs. We have official price quot itions on the choice cuts. 

Senator ANpeRsON. But they do not cover it all/ 

Mr. Weis. No. On Good and Commercial grades we just have 
nothing, just a bunch of impressions. My impression is that it has 
come down and a lot of it is being sold somewhere 

Senator AnpErson. I checked with a man on what I would cet 
tainly regard as choice beef on which he was expecting to get 26 to 
30 cents. He sold it for 20 cents direct toa pa ker—afraid to take it 
into the auction ring. Yesterday in the second day’s continuation of 
a sale which is supposed to run 1 day, but where they could not beg 
to get to the loads of cattle that were there, thousands of head of eattle 
came in. Now pork prices have gone from $22 down to $16. There 
has been ver little drop in the pork price, and the beef price W hich 
has been cut in two, from the packer’s standpoint, while his costs are 
not only raw materials, his raw material cost has certan ly dropped 
very, very drastically and he is ot we extreme ly Food beef and buy 
ing some that is practically choice beef and good grades. 

Mr. Wetis. Over the past 3 or 4 weeks there has been a severe 
reduction in fed steer prices, especially choice grade steers, 


Senator Anprerson. Is there any effort being made anywhere to 
correlate local prices with the wholesale prices / 

Mr. WELLs. ] have been using the Wa h ngtTton hewspapel acdvet 
tisements, trying to analyze those over the last several weeks to see 
if this is beginning to translate itself into lower prices. I think it is. 


But these lower prices still as far as I ean find out, are chi fly tol 
Good grade and not Choice grade beef. 








12 GENERAL FARM SITUATION 


Senator Munpr. Mr. Chairman, I am asking a conjectural ques- 
tion. Since there has not been a corresponding price fall at the 
market place where the consumer buys his food, although there has 
been a price fall at the market place itself, if the trend really reflects 
itself in lower prices to the consumer does your study of agricultural 
economics lead you to conclude that that will correspondingly in- 
crease demand to stop this price fall as far as your producer is con- 
cerned ¢ 

Mr. Weis. I certainly hope so and I think it will work with beef 
as well as anything else. 

Senator Anpgerson. Do you not have statistics in the Department 
showing it will? Have you not experienced a time when ration points 
were taken off pork, and people used increased quantities of pork 

Mr. Weutis. We have figures showing that lower prices on the 
average will mean increased consumption, but food bills are at a 
fairly high level, and these are average reactions. They always vary 
some. I do not want to mislead you gentlemen on the precision of 
these figures, but I am under the impression—and I will agree, Sen- 
ator Mundt, that this is conjectural—beef prices are beginning to 
come down in quite a few of the retail markets and I do honestly be- 
lieve that the flow of consumer income is going to hold this thing at 
a fairly good level. 

We also know that the hog situation has been very unsatisfactory 
to hog producers. Let’s say, in all fairness to them, their prices didn’t 
go up as much as beef cattle prices to start with. They expect to 
raise considerably less pork this year than last, which should strengthen 
the beef market also. 

Senator Anperson. I am interested in the resolution that Senator 
Se we introduced—this is something you cannot answer, I rec- 
ognize—but there is a theory that one of the reasons why retail prices 
have not come down is that the meat-market man can put a tag on that 
and say “This is the OPS ceiling,” therefore he does not need to drop 
the retail price, because of the ceiling. 

Mr. Wetts. This involves a major policy question. The Secretary 
of Agriculture has publicly sent a telegram to Gov. Dan Thornton, of 
Colorado, I believe, in which he indicated that he stood for the re- 
moval of price ceilings both before and after he took office, and you 
gentlemen are familiar with the President’s state of the Union mes- 
sage. 

Senator Witiiams. Mr. Wells, I would like to ask you this ques- 
tion. How was the Department of Agriculture able to establish what 
they regard as a fair price ceiling at consumer level when apparently 
they know so little about the marketing situation of the packer ? 

Mr. Wents. The Department of Agriculture has never, to my 
knowledge, established a price ceiling for the OPS. , 

Senator Wintitams. Did you have a conference with the OPS? 

Mr. Wetis. Some of our people sat with them on administrative 
procedures, but so far as I know not on the question of what was the 
level. 

Senator Wititams. Is there not somebody who could answer some 
of these questions? If they do not know the answer to these ques 
tions, I am wondering from what source they got all of the informa- 
tion they apparently needed to set these ceilings in the first place. If 
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VO mu coule l establish those ce iling le sve ls, surely you hs ive somebody who 
knows something about it. 

Mr. Weuts. I am under the impression that the Office of Price 
Stabilization started with a price freeze, whe ‘re they just froze prices 
where they were and thei hem out. 

Senator WinuiaMs. In the smoothing-out “proc ess they had to study 
the relationship between the cost to the farmer and the marketing 
price. 

Senator Anprrson. I think you are asking the witness questions 
where he has no possible knowledge. 

Senator WintutaMs. I thought maybe he could 
mation. 

Senator Honianp. Is it true that, when the OPA put the price 
ceiling on Irish potatoes, it refused to follow the saiasstammaael aides 
of the Department of Agriculture to the effect that no such price 
ceilings should be imposed ¢ 

Mr. WELLs. l do not know ot my own knowledge. l should not 
be surprised if that was a fact. 

The CHarrman. They refused to follow my advice anyway. 

Senator HoLLtanp. You say you would not be surpr ised / : 

Mr. Wetts. I say I would not be surprised if they asked that. I 
was not aware that they asked it. 

Senator Hottanp. It is my information that they did ask it and 
you recommended against it, and notwithstanding that they put the 





ret us that infor 


price ceiling on and of course you know who they wrecked in the 
situation. 

Mr. We.ts. Yes. 

Senator Hottanp. Will you sup p by to this committee as an ad- 
dendum to your testimony specific information as to what was the 
attitude of the Department of Agriculture on that subject / 

Senator Anperson. It is not within his field. 

Senator HoLtianp. It is within his source of information because 
it happened in the Department. 

Mr. We ts. I will see if I can get it, because I do not know whether 
we were consulted or not. 

(The information requested is as follows:) 

It is my understanding that members of the Fruit and Vegetable Branch, 
Production and Marketing Administration, did call the attention of the officers 
in the Office of Price Stabilization to the difficulties which would certainly be 
involved or would develop in case ceilings were placed on potatoes, but I am 
not aware of any official transmittal of a specific recommendation by the Secre 
tary of Agriculture against potato ceilings. The Secretary of Agriculture was 
responsible for determining the legal minimum prices which ceilings on potatoes 
had to cover in accordance with provisions of section 402 (d) (3) of the De- 
fense Production Act of 1950. 

Senator Hottanp. My information is quite dependable on it, and 
I am quite sure you will find that that is the case. 

Now, Mr. Chairman, I would like to ask a question about these 
statements of the witness relative to the large increase in marketing 
costs during this last year. There has been some discussion of the 
increase in processing costs in the field of livestock, but as I read your 
testimony, it was general, affecting the whole field on the average. 


29774—53 
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I call your attention first to the sentence at the bottom of page 1 
of your statement, and I quote: 

Over this same period costs of marketing food increased, with estimates indi- 
eating an increase of about 7 percent in marketing costs from the last quarter 
of 1951 to the last quarter of 1952, offsetting almost all the advantage consumers 
might have expected from the declines in farm prices. 

That statement was a general one applicable to the whole question 
of consumer prices of food products; was it not ? 

Mr. Wetts. It is applicable to an entire market basket—average 
purchasers of consumers over a year of various xinds of foods. 

Senator Hotianp. And as a general statement it means that the 
prices of marketing increased about 7 percent in this period of a year 
when returns to the farmers were going down 11 percent, and that 
one increase largely offset all of the advantage that consumers might 
have expected; is that correct ? 

Mr. Wetts. Senator Holland, at the beginning of the year, as to the 
average retail food dollar, the farmer was getting 50 cents and the 
marketing cost was 50 cents. The 11-percent drop in farm prices, 
if it had all been translated to the consumer, would have reduced 
retail prices by one-half of 11 percent, or 514 percent. Marketing 
costs went up 7 percent, so we take half of that, 314 percent on the 
other or increase side, so there should have been about a 2-percent drop 
in retail prices. These figures are calculated by taking average 
prices received by farmers and comparing them with average prices 
paid as quoted by the Bureau of Labor Statistics. 

Senator Hotianp. Let us see if I understand this: Does this mean 
that instead of getting 50 cents of the retail dollar, that the farmers’ 
share drops to 45 cents? 

Mr. Wetts. Yes. 

Senator Horttanp. And does it mean also that instead of having 
50 percent of the consumer dollar reflected in marketing costs, that 
now 50 percent plus 7 percent of 50 percent—— 

Mr. Wetis. No. You have to divide the 7 by one-half. 

Senator Hottanp. Making a total of 531% percent of the consumer 
dollar that goes to the payment of marketing costs. 

Mr. Weuts. Yes. Actually our figures show 55 for the last month. 

Senator Hottanp. Instead of 7 now it has gone up to 10 percent. I 
notice in your later statement on page 4 you indicate that the increase 
in marketing costs falls in three fields—costs of processing, trans- 
porting, and distributing farm products. 

Now the cost of processing, I think the committee pretty well under- 
stands. The cost of transporting, likewise. Now what do you mean 
by the cost of distributing ? 

Mr. Weits. Wholesale and retail. 

Senator Hotianp. That is the wholesale and retail handling? 

Mr. Wetts. Yes. I am trying to take everything after it leaves 
the farm. 

Senator Hotnanp. This committee would necessarily be much more 
concerned with that information in your statement than with any- 
thing else you have given us because that indicates that while the 
farmers’ return has been going down and while the various other 
returns have either been standing still or going down, that in these 
fields of processing, transporting, and distributing—that is, the whole- 
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saling and retailing—that the charges of industries handling those 
processes have been going up. 

Would you care to enlighten the committee rather in detail as to 
how that increase of cost is reflected/ For instance, in the field of 
processing, how much of that increase is found there ¢ 

Mr. Wetts. I do not have in mind any particular breakdown. 
When we measure this we take average prices received by farmers, 
average prices at retail, and measure the gross difference. We have 
some sample studies of what happens in between for particular com- 
modities or situations, but what has been happening is this: There 
have been 11 increases in freight rates since World War II, which to 
farmers who have to ship any distance makes a large difference. 
There has been practically an annual round of wage increases in all 
the processing and, I suspect, in distributing industries. 

Senator ELLeNpeErR. It is my recollection, Senator Holland, that 
during the last session of Congress one of our experts, Dr. Wilcox, 
made a specific study of certain items which showed those in- 
creases in considerable detail, and that is available I understand 
there has been a considerable change since those studies were made. 

Mr. Wetts. Yes. If I can show you these charts—— 

Senator HoLtanp. The witness has just said that instead of being 
a 7-percent increase as reflected over the last year in the processing, 
transporting, and distribution costs, that it has now gone up to 10 
percent, and it would seem to me that the principal concern of this 
committee therefore should be addressed to getting the real facts in 
that field because there is where the farmers are losing out. 

The CHatrrmMan. It has been suggested to the chairman by several 
people that this would be a very fertile field for study by the com- 
mittee because the spread has increased so rapidly in the last 6 months 
that it would almost appear that there were some unusual factors 
coming into the picture. 

Senator Anprerson. Could it not be that the OPS has not reviewed 
the meat situation to find out what a fair price is? You go into a 
store to buy meat. You object to the price of that meat. The mer- 
chant has only to pee up there to the sign “These are OPS prices,” 
and he says “The Government says this is a fair price.” What was a 
fair price at 52 cents is no longer a fair price at 16 cents. 

Senator Hotianp. The point I make, Mr. Chairman, is that in 
spite of the fact that we are interested in these questions like the 
foreign demand and so forth, it is quite apparent from the witness’ 
testimony that the principal source of difficulty has been the increase 
in these marketing charges and so far as the farmer is concerned, what 
I think he will want to know, and so far as the consumer is concerned 
I think she will want to know the same thing: Why this 10-percent 
increase in those costs of distribution ? 

The Cnamman. Mr. Wells has a chart immediately before us which 
bears on that situation. 

Mr. We tis. I do not think this situation is unique to this one year, 
Senator Holland. 

The Cuatrman. Perhaps, Mr. Wells, if you will go ahead with 
your charts you may cover a lot of ground that we might otherwise 
be trying to cover by a question-and-answer process. 

Mr. Wetts. This is what we have been discussing. We have a great 
many studies dealing with fragments and parts of the marketing 
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system, but looking at the marketing situation as a whole, we have 
also made an effort to estimate the total food marketing bill. I tried 
to suggest in my testimony—and I would say this chart suggests— 
that these increasing mar keting ch: arges are relatively inflexible and 
there are times when you even think the trend is an irreversible one. 
We tried to break the total down first of all into direct labor costs 
second into transportation, and finally into other charges. 

In other words, taking the labor which processors, wholesalers, and 
retailers hire, this lower section shows our estitmate of what has been 
happening to direct labor costs. 

The CuarrMan. What date does this chart come up to? 

Mr. Wetts. To the end of 1952. Here is what has happened 
labor, here is what has happened to transportation | indic: ating |. 

Senator Evienper. Will you give us that percentagewise for the 
record / 

Mr. Wetts. If we are going to discuss charts, I would like to have 
you let me discuss each one for the record. What we are trying to do 
is show changes in labor, transportation, and other costs from 1929 
to date. There was some reduction, it is true, during the early years 
of the great depression, with costs then remaining fairly constant, 
1932 until 1940. Since 1940 the story has been one of continuous and 
steady increase and the last year was no exception. 

Senator Youne. For the record, will you read the percentage 
cost increases for each one—labor, transportation, and other costs. 
Read them off for the record. 

Mr. Wetts. Yes. We will do that. 

(The information requested is as follows :) 

Estimated increases in the three components making up the total marketing 
charges bill are as follows: For labor costs, 8 percent from 1951 to 1952 and 177 
percent from 1940 to 1952; for transportation charges, 6 percent from 1951 to 
1952 and 138 percent from 1940 to 1952; for all other charges, 6 percent 
from 1951 to 1952 and 123 percent from 1940 to 1952. The estimated increase 
in the total marketing bill was 7 percent for calendar year 1952 as compared 
with calendar year 1951 and 150 percent for calendar year 1952 as compared 
with calendar year 1940. 

Mr. Wetts. May I go back to the first chart here, Senator ? 

The CHarmman. Yes. 

Mr. We ts. I will run through these very briefly. 

Senator Hotianp. Are you going to come back to that chart ? 

Mr. Weuts. Yes, I will come back to it. 

The CuarirmMan. I think it will save time if he starts at the begin- 
ning and goes through them very briefly and then comes back to the 
ones that are of particular interest. 

Senator E.tenper. Before we go to the chart, I would like to ask 
one question. Were you on the Board of Directors of Commodity 
Credit Corporation ? 

Mr. Wetts. Yes, sir. - 

Senator Exienper. Since we are talking about price changes, it 
has been stated 2 or 3 times that a good deal of the price decline has 
been caused by the fact that the Commodity Credit Corporation has 
dumpe da lot of grain and other commodities on the market. 

Can you tell us the story, if it is not too long? It affects prices, and 
since such stories have been carried in the papers a lot—where they got 
the information, I do not know—but since you were on the Commodity 
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Credit Corporation you might be able to tell us in a few words 
what effect the policy in operation by the Commodity Credit Corpora 
tion may have had on the current price decline. 

Mr. Wetts. I do not know as I can answer all of your questions in 
detail from memory. I think the chief complaints are on the sale 
of corn over the last several months. Iam under the impression that 
from roughly the 1st of October until mid-January the Commodity 
Credit Corporation has sold about 15,000,000 bushels of corn from 
October 1 into roughly mid-January. I do a have the exact figures. 

Senator Anperson. Out of a total « sie tide , billion ¢ 

Mr. We txts. ‘The total crop was 31% billion a Is. 

The Corporation has authority to sell commodities which are de 
teriorating or in danger of deterioration. Some of the corn the 
Corporation owns is, I believe, at least two or more years old. There 
IS quite a bit od discussion in the Midwest—L believe you people dis- 
cussed it with Mr. True Morse, the Under Secretary, when he was up 
here the other day—as to how to carry this corn and keep it in con 
dition. I do not claim to be an expert on the condition of corn, but 
I do know that it is losing its feeding value and I am under the 
impression ey most of the corn sold into the domestic market has 
been No. 4, or poorer quality. For loan purposes, the Corporation 
only anak ke I remember, No. 3 or better. 

Part of the problem is due to the fact that the Department of 
Agriculture is endeavoring to supply under a contract some corn for 
human consumption to South Africa. A portion of that corn, I un 
derstand, was pr deg sae from commercial operators, terminal eleva- 
tors; and since they began to run out of the kind and quality which 
would meet the South African requirements, the CCC has been trying 
to clean out some country elevators and bin locations where they 
thought there was corn, part of which would meet the South African 
standards. Part of this has been put on the market, most of that, has 

gain been No. 4 or poorer quality corn, although I understand that 
Pata were some better qualities, No. 3 or better which also was not 
quite good enough for the South African contract. ‘This corn is sorted 
and graded in Chicago. 

Some of this in-between has also been sold since it was corn for 
which no storage place could be found. But the Corporation has been 
looking for a place to store corn grading No. 3 or better, and I think 
they have now worked out some arrangements that will allow that 
to be done. 

Senator ELLENpER. Do you know of your own personal knowledge, 
however, that efforts were made to buy that grade of corn and since 
the private trade could not furnish it the Commodity Credit Corpo- 
ration furnished it ? 

Mr. Wetts. Yes, that is my understanding. I do not administer 
the CCC programs, that is done by PMA. I am on the Board of 
Directors and we approve policy. 

Senator ELLenper. You must be familiar with it? 

Mr. Weis. I am. We approve the policy dockets for the Board 
and the CCC administers it. 

The Cuarrman. Do you mean a shortage of the top-grade corn ? 

Senator ELtenper. No. The No. 

Mr. We tts. The No. 4 is the corn which we think we cannot afford 
to continue to store. 
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Senator ELtenper. That is the one you sold to South Africa / 

Mr. Wetxs. No. What they have been doing is taking some corn 
out—the high-quality portion of the corn which meets the South 
African requirements. However, there is a large portion of the corn, 
chiefly No. 4 or poorer quality, which is not eligible for human con- 
sumption, and which the people in PMA feel should not be restored. 
That is being sold. This corn has found itself in Chicago with no 
possibility of immediately being stored. I personally do not think 
this corn has been a major market influence, although it has had some 
influence. 

Senator Youna. I would like to quote part of a speech made, I be- 
lieve, yesterday or today by a member of the Minneapolis Grain Ex 
change. 

During the current week, CCC marketed approximately 60 percent of the total 
carlots received in the Chicago market. 

He is speaking of corn. Is that figure approximately correct ? 

Mr. Wetts. I do not know. There is CCC corn on the market. 

Senator Young. Do you know of a time in the last 5 years when 
there has been such a high percentage of total receipts of corn in the 
Chicago market—CCC stocks? 

Mr. We tts. I am not familiar with the figures, so my answer must 
be “No.” 

Senator Younc. The thing I am getting at is this: I realize the 
CCC must dispose of stocks from time to time, but I cannot under- 
stand why they have to dispose of it in such an excessive amount, all 
at this particular time. 

Senator Anperson. He said 15 million bushels since October. 

Mr. Wetts. Since October. 

Senator Anperson. That is about one-half of 1 percent of the crop 
in a 4- or 5-month period. 

Senator Younc. May I finish my questioning? How much was dis- 
posed of in October, November, December, and January? I think you 
will find there was very little in October and November. 

Mr. Wexts. I understand there has been considerable corn sold re- 
cently and I am told it is in connection with filling the South African 
eontract. 

Senator Wiii1ams. Do I understand you to say that you are dump- 
ing on the market most of your No. 4 and lower grades of corn now? 

Mr. Wetis. The corn which is moving to South Africa is, I un- 
derstand, very excellent quality corn. It has to meet very high speci- 
fications because it is for human food. They separate out some corn 
which does not meet those specifications. 'The No. 4 is sold. They 
have had to sell some corn of better quality than that, so I am told by 
the operators, because they could not find storage space, although T 
hope that situation is being corrected. 

Senator Wirt1ams. What percentage of the corn that you are mov- 
ing today is No. 4 corn? 

Mr. Wexts, I do not know. 

The Crarrman. It was reported to me in December, by the Uni- 
versity of Illinois, that a great deal of corn was showing up there on 
the feed market which would contain a high percentage of out-of- 
condition or rancid corn. Inasmuch as there was no out-of-condition 
corn produced this year, it was assumed that it was coming from Com- 
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modity Credit stocks. I made an inquiry and if my recollection is 
right. there was something like 7 or 8 million bushels, all out-of-con 

dition corn, sold on the market between October 1 and sometime in 
late December. I have no report on how much has been sold since. 

Mr. We ts. I would have in mind 15 million up to mid-January, 
which is when I took a look at this myself. 

The Cuatrman. Apparently the effect on the market might have 
been caused by the fact that although only 8 million bushels were sold, 
50 million bushels were offered for sale. 

Senator Munpr. I would like to ask you a question, if I may, to get 
you right down to the corn on the cob. We have spent a lot of time 
agreeing among ourselves that the price situation confronting the 
American farmer is not good. It has not been particularly good and 
it does not look good for the future. 

We have convinced ourselves by our contacts with the farmers, by 
your testimony, by evidence, by persuasion, by statistics. Now we 
are going to do it by charts. We accept that. I would like to know 
if you could give us out of the abundance of. your experience any sug- 
gestion that either this committee or this conference or this adminis- 
tration can do to change a situation which is not good to one which 
looks a little bit better. 

Mr. We1ts. Senator Mundt, let me be perfectly honest with you. 
I do not consider myself a policy y official of the Department of Agri- 
culture. Mr. Benson, the Secretary, has indicated that he himself, 
the Under Secretary, and the 5 group leaders form the main policy 
group. 

I try to be as frank as I can about the situation as I see it, but I 
think for me to go into such a discussion—and I have some ideas, of 
course—would not be appropriate. 

Senator ANperson. It is highly improper. The BAE is not a 
policy organization and must not be. 

Mr. Wetrs. I am a member of the board of directors of the Com- 
modity Credit Corporation because it is always hard to turn down 





the President of the United States. I have submitted my resignation 
in case my Secretary and the President should want to make a chs ange, 
but it has not as yet been accepted. I do try to keep myself acquainted 


with what goes on although I aie! myself on that board more as a 
technical member than as a major policy ‘official. 

Senator Munpr. I hope your resignation is not accepted. 

Mr. Wetts. I have some reservations about serving as a member 
On the other hand, it has some advantages as well as disadvantages, 
but as I told Senator Ellender at the time I accepted, if it raised any 
questions about being chief of BAE, which I considered my job, that 
I would prefer not to be a director. 

The CHarrman. All the other resignations from the Board have 
been accepted, if there is any significance in that. 

Senator Munpt. While I realize, probably correctly, that you are 
not testifying concerning such suggestions, I do know that your ex- 
perience has been vast, that you are dealing with what the farmers’ 
interest in those prices are. If we cannot do it in public, sometimes 
an individual has to pick your brains a little bit in private to find out 
what you have learned about the hard facts of the prices in which we 
are interested. 
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Mr. We ts. I shall be glad to do that sometime, Senator. All I 
have learned is that it is a difficult and complicated field. 

Meanwhile, I know that the new President of the CCC and the 
new Production and Marketing Administrator are looking directly 
into this whole grain sales question. I do try, as a member of the 
Board, to see that our actions do not adversely affect the prices of 
corn or other farm interests. The PMA administers ie general 
policies which we lay down as a Board. 

Senator Youna. In fact, Mr. Wells, probably the quickest way to 
get your resignation accepted would be to make policy statements 
here today, would it not 4 

Senator Hottanp. Your field is to procure the figures and supply 
the facts and let others make up the policies. 

Mr. Weiis. We try to collect facts. We have always tried to in- 
terpret them, to also say what we thought they meant, but actual 
policy determination is, I think, a function of the Secretary of Agri- 
culture. I am sorry to say a former Secret: iry once design: ated the 
Bureau as the chief planning agency in the De ‘partment, and it did 
not work out very ak A member of the present committee changed 
that. 

| Referring to charts : | First of all here is a chart showing over 
the years a comparison between prices received by farmers and prices 
and costs paid by farmers. The dotted line measures prices paid by 
farmers for food and practically everything for which the farmer 
puts out cash—in other words, prices paid for goods used in farm 
production and in farm family living, together with allowances for 
interest, taxes, and farm wages. The solid line shows prices re- 
ceived, an average of all prices farmers receive for the things they sell. 

I would call your attention to the 1948-49 drop. Note January 
1948; then December 1949 [indicating on the ch: and the few 
months before Korea; next the post-Korea peak, February 1951. 
Since then farm prices have been coming down. I will say it is my 
personal opinion—and no one has to agree with me—that we are 
entering this year with, I should think, a temporary balance, perhaps 
« fairly uneasy balance, between farm prices and the rest of the econ- 
omy, aside from the complication of the heavy beef-cattle marketings 
discussed earlier. 

Farm prices are now about 214 times what they were prewar. 
Farm land values are about 214 times what they were prewar. Net 
farm earnings are about 214 times what they were prewar. Farm 
mortgage debt is just about where it was prewar. Farmers and 
ranchers have stayed out of 

Senator ELLENDER. What war are you referring to? 

Mr. Weiis. World War II. 

Senator ELLenper. Not the Korean war 4 

Mr. Weis. That is right. The farmers’ short-term debt, how- 
ever, is about 214 times what it was. When I look at these and 
other factors, I cannot see any economic reason why farm prices 
should go down further during the next 4 to 6 months. I can get a 
good economic explanation as to why they have come down into De- 
cember or January. 
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Senator Hottanp. While you have that chart before you, is it not 
true, looking at that chart, that judged by the parity standard alone. 
farmers are now receiving more than they received in the vears 1937, 
1938, 1939, 1940, and up to the time the war market became heavy 
in the last part of 1941? , 

Mr. Weis. That is correct. The 95 percent of parity today is 
what farmers had in early 1950 before Korea, and about what they 
had in 1941. 

Senator ScHoEPPEL. Does that take into consideration the depre ] 
ated dollar? 

Mr. Wettus. This is a ratio bet ween prices received and prices pa d 
which does in effect do that, because you see the inflation in both 
series. , 

Senator Young. With the exception of a very few commodities 
maybe wheat would fall in that category, and possibly cotton—but 
with the exception of a very few, in spite of the favorable « rops, we 
do not have too much of a surplus of foods of all kinds, do we ? 

Mr. Weuis. No. Measured against our population and the flow 
of income, the answer is “No.” 

Senator Youna. I would think that would be a favorable aspect 
something to bring about better prices in the future. It should not 
be a very depressing factor on markets. 

Mr. Weis. May I add that in the case of cotton, the present 
stocks estimated, are for about 4 million bales next August. I can 
remember back to when we had 12 million bales. In the ease of wheat, 
if we should have a bad wheat year and should want to maintain our 
exports, our wheat stocks would become very useful. 


Senator You NG. That is in spite of or cd crops. We can well expect 
some drought years. I hope not, but that could easily happen. It 


has happened before. 

Mr. WELLS. We have to assume average whether. I do until I 
know what it is. It may be we are in for a dry spell and I will agree 
with you it usually runs in cycles, hangs on for a while, once it starts. 

Senator Younca. There is another factor, too, that has a lot do with 
grain and feed consumption. About 20 years ago most farm opera 
tions were carried on with horses and mules. Those are practically 
all done away with now and all the grain and feed to take care of 
work animals now goes to provide consumers’ needs. 

Mr. Wetts. Correct. 

Senator Munpr. Mr. Chairman, is it possible to have these charts 
reproduced in our hearings and study them in more detail ? 

The CuatrmMan. I think it is. 

Mr. Wetts. I can give you small-size prints. 

Senator ANprerson. Are not most of these in the Agricultural 
Outlook ? 

Mr. Wetts. Yes, most of them, but there are a lot of others here 
too. 

The Cuatrman. I think it might be well to have it in the printed 
report of the hearing and, if it is mechanically possible to do so, 
without object ion we will doso. 
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CHART No. 1 
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CHART No. 5 
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CHART No. 7 
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CHART No. 9 
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Mr. Wetts. This second chart shows first of all from 1929 forward 
the gross farm income, in other words, the estimated value of every 
thing the farmer sells, plus what he uses in his own home, including 
an allowance for house rent. You then take production expenses out, 
and the realized net income is what the farm operator has left for 
farm family living, paying off his debts or reinvestment. You will 
notice that realized net income of farm operators r¢ ached a peak in 
1947 and 1948 and has been down since then. This does not tell all 
the story because there is the question of depres iation of the dollar 
in buying power. 

This third chart shows the realized net in ome of farm operators 
their estimated net income in actual dollars which we have ther 
divided by index of prices paid for goods used in farm family living 
to get real purchasing power because most of the real zed net income 
ct farm operators over production expenses foe to family lin hg 
expenses. 

So here is a measure of the actual net purchasing power availabl 


going to farm operators and their families. You will notice it came 


down from $8.7 billion in 1947 to $6.2 billion in 1950. It came up a 
little following Korea, turned down slightly last year, and if our esti 
mate is correct that net realized income for 1953 will be down 5 percent 
or perhaps more I do not expect farm fam ly liv o prices to be 
down any—it means that it will be down some lower for 1953. 
Senator Hotuanp. Just as in the ease of the earlic hart, t] 
wise shows that the purchasing power of the farmers’ receipts is st 
well above that depressio! in the 1930's. 


Mr. Wetss. That is night. 


Senator Hotitanp. And well above the vears 1937 to the d of 
1942 ? 

Mr. WELLS. Yes, they are still above the 1930° Phat quite true 

Senator Hortnuanp. And still above the period I jus spoke Ol 
1937, 1938, 1939, 1940, and 1941 ? 


Mr. Weuts. And so it is with the living standards of everyone els 
in the United States 


Senator Young. There is anot!] angle that I 1 _— See 
keep in mind with respect to the farmer. In vea ist when they 
farmed with horse s, operating costs were for le rhev could ] o 
on through many more years of low income than they can now. | 
think a farmer can eo broke so much q toker now the eer Ses 
ago—or certainly 10 vears ago. ‘ 

Mr. Weis. We estimate that farmers’ pro { expenses—what 
farmers have to put out in cash outlays now—are three and one-half 


times what they were in 1940. 

The Cuatrman. The percentage of farmers living off of what they 
got from the farm itself is much higher than it was years ago because 
the farmer buys more today. They used to say that the farmer bought 
twice as much per capita as the other people in the country. I do not 
know whether that is true or not. 

Mr. We ts. As you commercialize farms, farm families get less 
and less of their liv ing at least relatively, from the farm. 

The Cuarrman. Yes, he buys more out of the store and buys more 
services and produces less of those things on the farm. 

Mr. WELLS. This fourth chart is designed to show the flow of con- 
sumer income in the United States and how it splits up. In other 








2S GENERAL FARM SITUATION 


words, it is the actual per dollar consumer income split into segments. 

The top segment is taxes which the ordinary consumer never sees. 
They are taken out at the source. The second segment is savings. Sav 
ings increased during the war, went down and then increased again 
in 1951 and 1952. ae two bottom segments are expenditures for 
goods and services by the American public, expenditures for food 
and for nonfood goods and services. The he: avy black line in the 
lower section is per capits 1 expe nditures for food as a proportion of 
total x capita income. 

The Cuairman. Did you take into consideration the higher quality 
of the oa purchased today, the chopped salads and the cooked ham, 
and so forth ? 

Mr. Weis. We did do this: This solid line simply shows total food 
expenditures asa percent of consumer income, This dotted line shows 
what that percent would have been had consumers continuously pur 
chased the same market basket of food in the same manner that they 
did in the 5 years 1935-39. We know that they are now puchasing 
11 or 12 percent more food, taking into account quantity and quality, 
than they did in 1939, and we know that more of them are eating in 

restaurants. 

The CuairmMan. That is for the same percentage of income / 

Mr. Wetts. Yes. So this dotted line is a hypothetical line. If 
they purchase the same bill of goods and ate as little in restaurants 
now as they did in 1939, this would be the percentages, and the actual 
expenditures i include an improvement either in the quality of the diet 
wu the services associated with food. 

This fifth chart is an effort to relate the consumers’ income to con 
sumer expenditures for meat at retail. 

You will notice a very close relation 1920 to 1940. Then notice the 
effect of OPA during the war years, price ceilings plus rationing which 
held down e xpe ‘nditures for meat in relation to income. This corre- 
sponds with the period of savings which appeared on the other chart. 
Here in 1946 following the end of OPA, consumer expenditures for 
meat went above the normal relationship and then dropped back to 
about the normal relationship, where they are at the current time. 

The Cuairman. They rose above normal consumption for some 
time immediately following the removal of the ceiling ? 

Mr. Weuts. Yes. Following OPA people were meat hungry. 

This sixth chart analyzes the farm export situation. Note the peak 
following World War I in 1920 and where we were in the 1920's; in 
the 1930°s; and in 1941 just before Pearl Harbor. Then came the war, 
with foreign aid and various things. Last year’s $4 billion was an all- 
time record and our estimate is $8 billion for this year (ending 
June 30, 1953). 

The point I want to make is that $3 billion in foreign exports is 
still a very sizable volume and very helpful to the American farmers. 
Also I think there is an excellent chance of maint: Lining this volume 
next fiscal vear. 

Senator ELLenper. Even though we should cut our expenditures 
abroad to assist our friends ? 

Mr. Weis. There are two ways of looking at what you are going 

ship abroad. One is to estimate the dollar position of foreign 
countries and how much they are going to buy, and that answer does 
not as a rule look very attractive. The other is to look at what they 
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must have in order to maintain their living standards and meet their 
commercial needs, and that requires a large amount of America 
goods. Frankly in my forecasts I usually take about half way be- 
tween the two. ‘ ‘ 

Senator W ILLIAMS. How do the imports of these western E uropean 
countries from Russia of wheat and other grain products compare 
with what they were importing 2 years »go? Are they decreasing 
their purchases from our country and increasing them from Russia 
or its satellites, or how are they making up that deficit 

Mr. We ts. I believe the purchases from Russia and her immediate 
satellies as compared with the prewar years are still small and also 
sporadic, in my opinion. 

Senator WittiAMs. As compared with a couple of years ago? 

Mr. Wetts. They are probably getting I should think some more 
than they were a couple of years ago, but chiefly the drop in our 
exports is due to an improvement in the European agriculture itself 
and in the case of wheat may I say that the year before last, Canada 
had a rather low-quality crop, “ you people know, and it got caught 
by an early freeze, so that we s hipped a very considerable added vol 
ume of wheat. Last year Canada had their all-time record wheat 
crop, high quality, good transportation conditions, and moved every 
bit they could. 

I do have a feeling that there has been some endeavor to move 
increased quantities from Russian-dominated areas in the past few 
vears. I do not have the precise figures, but I am sure it has beet 
emall, relatively. 

We have tried to indicate export. values for the three major con 


modities separately and the total, but the story is the same all the 
way through. Current exports must be judged partly in relation to 
previous levels. But I hi ive alw: vs mal ntaimed, m) self, that the people 
who want to take 1935-39 or 1937-41 as a normal base for American 


exports are taking a very abnormal period. 

You will eg we had several years of drought in the thirties. 
Then in 1939 the European war broke out and the foreign market 
almost disappeared for a couple of years. So the twenties looks like 
a more normal level, provided we adjust for price changes. 

Senator Hontianp. How large a part did the gift wheat—or the 
famine wheat, if you want to use that word—to India play in that 
peak export shown at the end of 1951 or 19524 

Mr. Weis. How much was it? Seventy-five million bushels? 

Senator Ho.uanp. ] do not reeall. I remembe1 it was a sizable 
amount. 

Mr. Weuits. About 2 million tons of wheat, which would be 70 
million er at $2.50 a bushel. This difference between this and 
this let us say [indicating] $200 million would be the maximum, I 
should chink 

Senator Hotitanp. The witness said that the India wheat export 
about accounted for the difference between “this and this.” I 
understood him to mean between the peak of the 1948-49 movement 
and the peak of the 1951-52 movement. 

Mr. Weuts. That is correct. I will try to get a specific estimate 
and put it in the record for you. It could not have been more than 
$2 billion. 
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Senator Hottanp. You meant between the peak of the 1949 move- 
ment and the peak of the 1951 movement ? 

Mr. Wetts. Yes. I will put the actual figures in the record for you. 

(The information is as follows:) 

The amount of wheat shipped to India under the special wheat program was 71 
million bushels, valued at about $170 million. Practically all of this wheat 
was shipped in the fiscal year July 1, 1951—June 30, 1952 

Senator Youne. Are you familiar with the Government programs 

handling food commodities in Canada and Australia? For ex- 
ample, in Canada they have a wheat pool— they have a much similar 

ituation in Australia—where they practically set the price. Does 
that make it easier for those countries to export to foreign countries 
than our system here / 

Mr. Weis. I personally doubt it. I am familiar with it, after a 
fashion. I went to Canada last December, partly to talk to them about 
ome of the programs, so | would have some idea about it. As ] 

nderstand it, they do set a price and they also set the amount that 
the farmer can deliver at that price, do they not ¢ 

Senator Youna. Yes. 

Mr. Weuts. It is a great deal like our operation would be under 
the marketing quota system. Farmers can grow all you want to, if I 
understand correctly, but they are told they can only deliver so many 
bushels of wheat to the Wheat Board, and 1 he Board advances some 
70 or 80 percent of the fixed price, and then later they settle, giving 
the balance of whatever else he y may get out of the market. 

Senator Youne. An arbitrary fixed price , 

Mr. Wettis. Yes, but that fixed price would not appear too at 
tractive to the American farmer. They are fixed ep a considerable 
eve to what they may cost the Government as well as what it will 
pay the farmer. 

Senator Youna. Does it give them an advantage in exporting their 
commodities, or does it place us at a disadvantage in competing with 
that type of Government operation ¢ 

Mr. We tus. I do not think so, Senator oe I have a feeling 
that world trade is largely state-dominated, but I think that one of 
the real problems of selling in the foreign market is how aggressive 
vou can be, and I think our system still has much to recommend it 
over some others, unless you want to turn over the foreign trade to 
the United States Government. 

Senator Youne. It really does not have much bearing on the par- 
ticular hearing tod: ay. 

Mr. Wetts. I am sure that there are people who can tell you more 
about the Canadian program. My understanding is that the »y do set 
a price, that those prices are set so they do not involve too large a loss 
to the Government. 

The CratrMan. Is that price set by the Government ? 

Mr. Wetts. Yes, and to some extent I suppose it is set in relation 
to contracts they already have with the United Kingdom. 

The Cuarrman. Is it similar to the milk marketing orders that we 
have in this country ¢ 

Mr. Wetts. Yes, in considerable part. In the case of the milk 
marketing order you move all the fluid or class I milk you can sell 
at a price—— 
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The CuairMan. Then you take the lower price or the loss on what 
is produced over the amount. 

Mr. Wetrs. You do not hold it. You market the excess milk in 
our country for manufacturing purposes. In Canada, the farmers 
must hold the excess wheat. 

The CHarrMan. hey are not permitted to market it at all switl 
out permission ¢ 

Senator Youna. I think that is right. 

The CruatrMan. How do they hold it—in their own cooperative 
elevators ? 

Mr. WELLS. I suppose the farmers store it. I do not ky ow. 

The CuarrmMan. If they had to hold it 2 or 3 years they could get 
some reduction in price, it seems to me, plus some Carrying h irges. 

Senator YOuNG. They have another idvantage, too, from the 
farmer’s viewpoint. Where the railroads are (rovernment operated 
anc subsidized it does olve them a little more favorable freight rate 
at times in some of these countries. 

Mr. We ts. I am sure they try to move every carload they can be 
fore freezing time in Canada. 

Senator ELLENDER. I am not quite satisfied with your explanation 
of the effect of foreign purchases resulting from the furnishing of 
money to other countries. As I remember, there was a statement 
mace not too long avo that in the case of wheat that is sold outside 
of the wheat agreement, To percent of that amount can be traced to 
purchases made with money turn shed by ourselves to our friends. 
That does not quite jibe with what you are telling us now about the 
effect of money we let our friends have on foreign sales. 

I wish you could vO more into detail on that later if you do not 
have it available. 

Mr. Wetts. I think I can get some estimates and put them in the 
record of the amount of these products which was directly financed 
in one way or another by foreign aid or grant parity funds. 

Senator ELLENpER. Let us put it this way: On our export trade in 
wheat and cotton and any other products, if you have the figures avail 
able, find out what percentage of that export trade is attributable to 
grants or other aid from us. 

Mr. Wetts. Yes, I will. 

Senator Etienper. Will you put it in the record at this point? 

The CHatrMan. Yes, we will put that in the record when it is 
supplied. 

(The information is as follows :) 

Total United States exports of cotton, wheat, and tobacco and the quantities 
financed by foreign-aid funds have been as follows: 


1950 4 
1951 
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Unmanufactured tobacco 


Percent financed 


Year beginning July Total exports with foreign-aid 
funds 
Million pounds Percent 
1950 477.4 2 
1951 517.4 18 


Wheat, including flour 


Percent financed 
i 


Year beginning July Total exports with foreien 
funds 
Million bushels Percent 
1950 | 366 17 
1951 } 474 45 


The above estimates include wheat shipped to India under a special program. 
The amount shipped was 71 million bushels and the value was $170 million 
Practically all of this wheat was shipped in the July 1951-June 1952 year. 

The above estimates do not include all wheat shipped under the International 
Wheat Agreement, but only that portion for which foreign-aid funds were used 
to cover the agreement price. Under terms of the International Wheat Agree 
ment, 266 million bushels of wheat were exported in the year July 1950-June 1951 
and 255 million bushels in the year July 1951-June 1952. The subsidy payments 
involved in these International Wheat Agreement exports totaled $178 million 
in 1950-51 and $167 million in 1951-52. Countries receiving United States 
foreign aid purchased 166 million bushels of wheat under the terms of the 
International Wheat Agreement in 1950-51. Of this amount 110 million bushels 
were financed with foreign-aid funds and 56 million bushels were financed with 
other funds. In addition, foreign-aid funds were used to purchase 26 million 
bushels outside the International Wheat Agreement quotas. Comparable figures 
for 1951-52 are: Total purchases by countries receiving foreign aid under terms 
of the wheat agreement, 171 million bushels; financed with foreign-aid funds, 
61 million bushels: financed from other sources, 110 million bushels; financed 
with foreign aid outside International Wheat Agreement quotas, 5S million 
bushels. 

Mr. Wetus. Actual export shipments for the first 5 months of this 
fiscal year were down 30 percent. This estimate for full fiscal 1953 
assumes for the year they will be down only 25 percent. 

This seventh chart simply measures ret: va food prices against fac- 
tory wages. In other words, how much of various foods an hour of 
factory labor would have bought in 1929, 1939, and for the first 11 
months of 1952. I think it speaks for itself. 

This eighth chart is on food-marketing charges where there is an 
effort to estimate the total food-marketing bill that intervenes between 
farmers and consumers. 

Senator ELLENDER. Can you give us percentagewlse how much goes 
for labor, how much goes to other ? 

Mr. Wetts. Yes. We will split this down for you. 

Senator Exienper. I mean at this time. 

Mr. Weis. I can only do it roughly: the total is over $20 billion 
and it is quite obvious, Senator Ellender, that a little better than 
50 percent is direct labor, transportation is about 12 percent, other 
charges run 36 or 37 percent of the total. 

Senator ELtenper. You will supply that information at the head 
of each table; is that it? 

Mr. Wetts. Yes. 
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The Cuamman. If you will get that broken down into percentage 
points, that will be printed in the record of hearing. 
(The information is as follows:) 


For the last 3 years, 1950 through 1952, labor costs have accounted for 52 


percent of the estimated total food-marketing charges, transportation 12 percent, 
and other costs and profits 36 percent, 

Senator Tuyr. Mr. Chairman, the transportation and other labor 
costs that are involvea have considerably expanded themselves in the 
years of 1950, 1951, 1952, and 1953. So far as the producer is con 
cerned the producer's share of that dollar has lessened and the cost 
of handling the product and getting it into the consumer's bread- 
basket, so to speak, has dropped. So the consumer is paying more, the 
producer is taking less, and there is a cost-spread in there that is ex- 
cessive. 

Mr. Wetts. And unless you increase the efficiency of the marketing 
system very materially marketing charges go i. Tam not reflecting 
on anyone. 

Senator Scuorpret. Looking at that food marketing charges chart 
there, seeing a wide increase on transportation cost as well as labor 
cost—for instance, let us take transportation costs that are based upon 
rates, seldom do they slide down. 

Mr. We! LS. Correct. 

Senator Scnorrret. Now with the labor costs accelerating, as they 
have accelerated, and with the escalator clauses in contracts, in all 
probability those costs will remain constantly high for some time. 
Would that be your judgment or is that a fair question / 

Mr. Wetts. They will come down very slowly and only after a long 
and difficult time. 

Senator Scuorrren. As against this different pitch-off in farm 
products there has been a drastic difference, has there not? 

Mr. Wetts. Farm prices are far more flexible than this nonfarm 
portion, there is no question about it. 

Senator THYE. The farmer’s costs are ona mountain peak and the 
prices are tumbling down on all sides of that mountain in a chaotic 
manner. The expenses are still up there, held right up on the peak 
of the inflation. 

Senator Youne. There is a place where farmers are at a disadvan- 
tage. For a period of years many segments of labor have gained for 
themselves—and I do not blame them—pension plans, health pro 
grams and what not, which are added to the cost of everything a 
farmer has to buy. The farmer has no pension plan or health plan 
or anything else to help him out in his old age or when he goes broles. 

The CHatrmMan. You did not take into consideration the increased 
volumes in 1948, 1949, and 1950, did you? 

Mr. Weis. We have a chart similar to this which tries to analyze 
the efficiency of the food marketing. It does take into account the in- 
creased volume and things of that kind. I simply did not include it. 

The Cratrman. This includes population and increased produc- 
tion. Of course you are going to get increased dollar costs anyway. 

Mr. We tts. Yes; we are getting the increased dollar costs 

Senator Exuenper. Mr. Wells, to what extent does this chart—or 
any chart you want to present to us—show the additional cost that 
the farmer is occasioned by using not only larbor-saving devices, but 
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instead of using the sun to permit the drying of rice it is dried arti- 
ficially ? 

Mr. Wetis. Let me move on to the next chart and I will try to show 
you. 

Senator Exxtenper. I would like to get that because in my area the 
farmers there used to let the sun dry the rice. Now they have ma- 
chines that can cut it just about the san it is ripe—and the machines 
are very expensive, I understand—dry it, and prepare it for storage. 
Now when you speak of farmers’ me rising, what part does that 
type change play in the costs 4 

Mr. Weutts. Iam not happy about this ninth chart, gentlemen. We 
are still working on it, but when Senator Aiken asked me up I had 
to use this. This chart endeavors to analyze the factors affecting 
farm production. Let us trace those through. First, the number of 
farm workers is gradually decreasing. It does not look like much 
of a decrease here because this has to be a Very harrow scale but the 
number of farm workers is going down despite the fact that farm 
production is going up. In other words, we have 15 percent fewer 
farm workers, produc ing 40 percent or more farm products than we 
did in 1935-39. Second. there is not much change in the number of 
crop acres that we plant and harvest each year. In other words, 
farmers are keeping about the same number of acres in cultivation. 
Third, crop yields pe r mane are increasing. They have come up about 
10 percent since the 1930’s. Obviously if you have increased produc- 
tion on about the same number of crop acres the increase is in the 
yield factor. Livestock output per animal unit has also increased. 

In other words, we have increased both crop output per acre and 
livestock output per animal unit by about 40 percent. How have we 
done it? Fertilizer consumption and the number of tractors on farms 
have more than tripled. These are things for which the farmer has 
to pay money. If we charted insecticides or gasoline consumption 
they go up at about the same rate as the tractor or fertilizer lines. 

Senator Anperson. Does that tractor not reduce the man-hours? 

Mr. Wetis. That is the point Iam coming to. That is why this 
is an unsat isfactory chart. I wanted to divide all these series through 
and put them on a per unit of farm production base. Finally there 
is a series of open white dots here, this line | indicating] which does 
try to measure changes in quantities of purchased production goods 
used per unit of farm production. We know that we have greatly 
increased the efficiency of farm production per man employed and 
per acre and per animal unit, but efficiency as a rule is “ a ratio 
between 2 variables and life is a little more complicated than this 
¥-variable approach. 

What I have been trying to do is try to figure what has happened 
to the farmer’s cash costs of production after you correct them (1) 
for ae increase in total farm output and (2) for the change in prices, 
So taking the farmer’s production expenses or outlays which are now 
running 314 what they were, dividing that through by the index of 
farm output which gets rid of the 44- percent increase, and then again 
dividing that through by the increase in prices paid by farmers which 
are now over 200 percent of what they were prewar, T come out with 
this first rough measure of what is happening, not to total farm ef- 
ficiency but to what farmers have to pull in from off their own farms, 
to pay cash for, relative to total farm production. 
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Whether it overstates or understates, I do not know, but what J 
am saying is that Senator Ellender is quite right; the farmer has had 
to substantially increase his use of nonfarm voods and services 11 
order to get increased production, and when we look to the future 
and talk about technological improvement, he is going to have to do 
more of it. 

Senator ANDERSON. Suppose he had been putting OU pounds or 50 
pounds of fertilizer to the acre on the field and he now puts on 300 
pounds, that increases his fertilizer cost tremendously, but the same 
tractor that cuts alfalfa, which stands just a little bit above the 
ground, can cut it if it stands 2 feet above the _—* It is all 
the interests of lower production costs. The more money he spends 
on fertilizer, the lower his production cost per ton or per Sade 

Mr. Wetts. It is lowering production costs and it is increasing 
farm efficiency. But what I am trying to do here is to divide the 
farmer’s production costs between the noncash costs, his land and 
his own labor, and what he has to actually put out each year in cash 
costs. And in those terms, despite the increase in production, it looks 
to me as though in 1952 and 1953, the farmer, after all these correc 
tions, has to put out in cash cost about 20 percent more per unit than 
he did in 1935 to 1939. 

Senator AnpEerson. That is what Senator Young said, that it is 
easier for a farmer to go broke now because he has to buy the fertilizer 

Mr. Wetts. Yes. I could get a chart that shows it better than it 
does here, but all ] was trying to do was to sa y we need to be aware 
of this when we are talking about the increase in farm efficiency pet 
man or per acre, we are also increasing the farmers’ cash-cost burden 
year by year. 

This is the 10th and last chart, “Changes in dollar value of farm 
land.” Farm land values leveled off in the last half of 1952. State 
by State there are a few increases, a few decreases. 


The Cuarrman, Is the inflation of land values a pressing problem 
now ¢ 

Mr. Weuus. Land values now are noe 214 times prewar, and both 
farm prices and farm earnings are about 214 times prewar. 


The CratmoMan. The land values have he 1 | constant. 

Mr. We tts. Relative to earnings. 

The Cu AIRMAN. The thing that has not held constant is product on 
on the same relative value of the land. 

We will recess the hearing now. 

(Thereupon, at 12 p. m., the committee adjourned. ) 

( Additional information filed by Mr. Wells is as follows :) 
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Prices received by farmers and related series, United States, by months, June 
1950-—January 19538 
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